
CONTENT
Preface 2I I th I "tad "tah ****************************************************************************************************************************************************************************************************************************************************************

Content............................................  3

List of figures................................................................................  5

List of tables....................................................................................................................  7

Chapter 1: Forestry and the environment....................... 8
1.1 Forest and environmental problems.................................................................................. 9

1.2 Forestry, externalities and ecosystem services...............................................................................................10
1.2.1 Positive externalities and ecosystem services..............................................................................................10
1.2.2 Negative externalities...................................................................................................................................13

1.3 Natural resources and forestry.............................................................. 15
1.4 Sustainable forestry........................................................................... 16

1.4.1 Sustainable wood production........................................................................................................................17%
1.4.2 Sustainable production of forest ecosystem services..................................................................................17

Chapter 2: Economics and forestry......................................................................................................................... 24
2.1 Forestry economics............................................................................................................................................24
2.2 History of forest economics...............................................................................................................................25
2.3 Specifics of forestry...........................................................................................................................................26

2.3.1 Forest enterprise goals................................................................................................................................26
2.3.2 Specifics of forestry economics................................................................................................................. 29

2.4 Forestry and the free market.............................................................................................................................. 31
2.4.1 Conditions required for a free market to maximize welfare ..................................................................31
2.4.2 Government action to improve competition..............................................................................................32

Chapter 3: Forest microeconomics......................................................................................................................... 34
3.1 Demand, supply and market mechanism...............................................................................................  34

3.1.1 Demand........................................................................................................................................................34
3.1.2 Supply..........................................................................................................................................................39
3.1.3 Market equilibrium, market share and potential.......................................................................................... 41

3.2 Production function..............................................................................................  44
3.2.1 Short-term production................................................................................................................................48
3.2.2 Long-term production................................................................................................................................50
3.2.3 Production indicators..................................................................................................................................53

3.3 Costs in forestry...... ............................................................................  53
3.4 Market failure - externalities in forestry.......................... |.................................................................................56

Chapter 4: Investment decisions - the impact of inflation and risk.............................................. 60
4.1 Measuring inflation.............................................................................................................................................60
4.2 Nominal and real interest rates......................................................................................................................... 63
4.3 Nominal and real rates of return - evaluation of investment projects..............................................................65
4.4 Alternative rates of return..................................................................................................................................68
4.5 Forest as capital.................................................................................................................................................70



Chapter 5: Risk analysis......................................................................................................... .72
5.1 Risk definition and classification..................................................... 72

5.1.1 Specific risks in forestry......................................................................... |........................ |............................. 74
5.2 Risk measurement in the field of investment decision-making in forestry........................................................76

5.2.1 Present values of risky revenues.................................................. 79
5.3 Scenarios and simulations................................................................................................................................82

5.3.1 Monte Carlo simulation........................................................................................... 83
5.4 Methods of expressing numerical characteristics of investment projects.........................................................85
5.5 Approach to risk using a benefit graph............................................................................... 87

Chapter 6: Valuation of forest ecosystem services......................................... 91
6.1 Total economic value and valuation techniques.................................................................................................. 91
6.2 Valuation of market ecosystem services........................................................................................................... 94

6.2.1 Valuation of assets...................................................................................................................................... 94
6.2.2 Appraising market value..................................................................  97
6.2.3 Appraising damage costs...........................................................................................................................98
6.2.4 Non-timber influences on forest market values...................................................................................... ...99

6.3 Valuation of non-market ecosystem services....................................................................................................99
6.3.1 Why value non-market ecosystem services............................................................................................... 99
6.3.2 Non-monetary valuation........................................................................................................................... 100
6.3.3 Monetary valuation................................................................................................................................... 103 J

Chapter 7: Multiple-use of forestry...........................
7.1 Multi-use forestry concept_________________

7.1.1 Multi-use goals..............................................
7.1.2 Management in urban forests......................
7.1.3 Use of net present value in decision making.

7.2 Trade-off analysis........ ...... .................................

.109

.109

...110

....111

...112

...113

Chapter 8: Forestry and regional development........................................................ |......................... 116
8.1 Regional development and its potential in forestry.............................................................................. 116

8.1.1 Creating additional sources of income for the market implementation of forestry services...................... 117
8.1.2 Job creation.............................................................................. |.......................................|............................117
8.1.3 Upgrading the qualifications of employees.................................................................................................118
8.1.4 Innovations and their use............................................................................................................................118

8.2 Production and use of wood in the regions....................................................................................................... 119
8.3 Development of publicly beneficial non-productive services of the forest...................................................... 120
8.4 Improving the health of forest ecosystems......................................................................................................120
8.5 Regional forest development programs............................................................................................................121
8.6 Regional information system in forestry.......................  121

Chapter 9: Forestry in a world economy.........|....................................................................................................... 124
9.1 Basic data on forest and forest management........................ 124

9.1.1 Basic forest data......................................................................................................................................... 126
9.1.2 Economic benefits of forestry.................................................................................................................... 128

9.2 Sustainable forest management...................................................................................................................... 129
9.3 Forestry and climate change............................................................................................................................130

-4-


